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agency’s execution of a voluntary re-
payment agreement satisfies this re-
quirement. 

§ 204.40 Deductions. 
(a) When deductions may begin: 
(1) If a pre-offset hearing is held, de-

ductions shall be made in accordance 
with the hearing official’s decision. 

(2) If parties execute a voluntary re-
payment agreement, deductions shall 
be made in accordance with the terms 
of that agreement. 

(3) If the employee requests a waiver 
or reconsideration or the program offi-
cial refuses to accept a proposed alter-
nate repayment schedule, deductions 
shall be made in accordance with the 
program official’s written decision. 

(4) If the employee consents to the 
terms and conditions set forth in the 
Commission’s Pre-offset Notice or fails 
to respond in timely fashion to the 
Pre-offset Notice, or waives his/her 
right to a hearing without otherwise 
challenging the terms of the Pre-offset 
Notice, deductions shall be made in ac-
cordance with the terms and conditions 
set forth therein. 

(b) Retired or separated employees. If 
the employee retires, resigns, or is ter-
minated before the debt is fully repaid, 
the remaining indebtedness will be off-
set pursuant to 31 U.S.C. 3716 and the 
FCCS. 

(1) To the extent possible, the re-
maining indebtedness will be liq-
uidated from any final payment due 
the former employee as of the date of 
separation (e.g., final salary payment, 
lump-sum leave, etc.). See § 204.40d(3), 
Offset deductions from final salary and/ 
or lump-sum leave payment. 

(2) Thereafter, the remaining indebt-
edness will be recovered from later 
payments of any kind due the former 
employee from the United States. See 
the FCCS. 

(c) Method of collection and source of 
deduction. The method of collecting 
debts under these regulations shall be 
by salary offset. Deductions will be 
made from the employee’s current dis-
posable pay account except as provided 
for in § 204.34b, Employee response. 

(d) Amount and duration of deductions. 
Debts must be collected in one lump 
sum where possible. If the employee 
demonstrates financial hardship to the 

Commission’s satisfaction or the 
amount of the debt exceeds 15 percent 
of the indebted employee’s current dis-
posable pay, collection must be made 
in installments over a period not great-
er than the anticipated period of active 
employment, except as provided in Sec-
tion 34b, Employee Response. 

(1) Installment deductions will be 
made over the shortest period possible. 
The size and frequency of installment 
deductions will bear a reasonable rela-
tion to the size of the debt and the em-
ployee’s ability to pay. 

(2) The amount deducted for any pe-
riod will not exceed 15 percent of the 
disposable pay from which the deduc-
tion is made, unless the employee has 
agreed in writing to the deduction of a 
greater amount. Installment payment 
of less than $100 per pay period will he 
accepted only in the most unusual cir-
cumstances. 

(3) Offset deductions from final sal-
ary and/or lump-sum leave payment. 
Such an offset deduction may exceed 15 
percent of an employee’s final salary 
and/or lump-sum leave payment pursu-
ant to 31 U.S.C. 3716, 64 CG 907. 

(e) Interest, penalties and adminis-
trative costs on debts under this part 
will be assessed and/or waived accord-
ing to the provisions of 31 CFR 901.9. 

[58 FR 38520, July 19, 1993, as amended at 66 
FR 54132, Oct. 26, 2001] 

§ 204.41 Non-waiver of rights. 

An employee’s involuntary payment 
of all or any portion of a debt being 
collected under 5 U.S.C. 5514 shall not 
be construed as a waiver of any rights 
that the employee may have under 5 
U.S.C. 5514 or any other provision of 
contract or law, unless there are statu-
tory or contractual provisions to the 
contrary. 

§ 204.42 Refunds. 

(a) The Commission will refund 
promptly to the appropriate individual 
amounts offset under this regulation 
when: 

(1) A debt is waived or otherwise 
found not owing the United States (un-
less expressly prohibited by statute or 
regulation); or 

VerDate Mar<15>2010 10:04 Jun 02, 2010 Jkt 220055 PO 00000 Frm 00239 Fmt 8010 Sfmt 8010 Y:\SGML\220055.XXX 220055er
ow

e 
on

 D
S

K
5C

LS
3C

1P
R

O
D

 w
ith

 C
F

R



230 

17 CFR Ch. II (4–1–10 Edition) § 204.43 

(2) The Commission is directed by an 
administrative or judicial order to re-
fund amounts deducted from the em-
ployee’s current pay. 

(b) Refunds do not bear interest un-
less required or permitted by law or 
contract. 

§ 204.43 Coordinating offset with an-
other federal agency. 

(a) Responsibility of the Commission as 
the Creditor Agency. When possible, sal-
ary offset through the centralized ad-
ministrative offset procedures in 5 CFR 
550.1108 shall be attempted before ap-
plying the procedures in this section. If 
centralized administrative offset is not 
possible, the Commission shall request 
recovery from the current paying agen-
cy. Upon completion of the procedures 
established in these regulations and 
pursuant to 5 U.S.C. 5514, 5 CFR 550.1109 
the Commission must: 

(1) Certify, in writing, that the em-
ployee owes the debt, the amount and 
basis of the debt, the date on which 
payment(s) is due, the date the Govern-
ment’s right to collect the debt first 
accrued and that the Commission’s reg-
ulations implementing 5 U.S.C. 5514 
have been approved by OPM. 

(2) If the collection must be made in 
installments, the Commission also 
must advise the paying agency of the 
amount or percentage of disposable pay 
to be collected in each installment, and 
if the Commission wishes, the number 
and the commencing date of the in-
stallments (if a date other than the 
next officially established pay period is 
required). 

(3) Advise the paying agency of the 
actions taken pursuant to 5 U.S.C. 
5514(b) and give the date(s) the ac-
tion(s) was taken (unless the employee 
has consented to the salary offset in 
writing or signed a statement acknowl-
edging receipt of the required proce-
dures and the written consent or state-
ment is forwarded to the paying agen-
cy). 

(4) Except as otherwise provided in 
this paragraph (a)(4), the Commission 
must submit a debt claim containing 
the information specified in paragraphs 
(a)(1) through (3) of this section and an 
installment agreement (or other in-
struction on the payment schedule), if 

applicable, to the employee’s paying 
agency. 

(5) If the employee is in the process 
of separating, the Commission must 
submit its debt claim to the employ-
ee’s paying agency for collection as 
provided in 5 CFR 550.1104(l). Pursuant 
to 5 CFR 1101, the paying agency must 
certify the total amount of its collec-
tion and notify the creditor agency and 
employee. If the paying agency is 
aware that the employee is entitled to 
payments from the Civil Service Re-
tirement and Disability Fund, or other 
similar payments, it must provide 
written notification to the agency re-
sponsible for making such payments 
that the debtor owes a debt (including 
the amount) and that the paying agen-
cy has fully complied with the provi-
sions of this section. The Commission 
must submit a properly certified claim 
to the agency responsible for making 
such payments before the collection 
can be made. 

(6) If the employee is already sepa-
rated and all payments due from his or 
her former paying agency have been 
paid, the Commission may request, un-
less otherwise prohibited, that money 
due and payable to the employee from 
the Civil Service Retirement and Dis-
ability Fund (5 CFR 831.1801) or other 
similar funds, be administratively off-
set to collect the debt (See 31 U.S.C. 
3716 and the FCCS). 

(7) When an employee transfers to an-
other paying agency, the Commission 
shall not repeat the due process proce-
dures described in 5 U.S.C. 5514 and 
subpart B of this part to resume the 
collection. The Commission must re-
view the debt upon receiving the 
former paying agency’s notice of the 
employee’s transfer to make sure the 
collection is resumed by the new pay-
ing agency. The Commission must sub-
mit a properly certified claim to the 
new paying agency before collection 
can be resumed. 

(b) Responsibility of the Commission as 
the paying agency—(1) Complete claim. 
When the Commission receives a prop-
erly certified claim from a creditor 
agency, deductions should be scheduled 
to begin at the next officially estab-
lished pay interval. The Commission 
must notify the employee in writing 
that the Commission has received a 
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